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KEY ECONOMIC INDICATORS 
(In Millions of U.S. Dollars unless noted) 


Domestic Economy 198 1987 198 


Population (millions) ee De 
Population Growth (%) y 2s 


4. 
- 


FY 86/87 FY 87/88 FY 88 89 
GDP in Current U.S. Dollars 714.9 965.0 1301.8 


GDP Per Capita Current USD 188.1 247.0 324.3 
GDP in Leones 1972/73=100 543.2 543.0 552.55 


Production & Employment 1988 


Unemployment (%) n/a 
Total Industrial Production 1/ . n/a 


Balance of Payments 


Exports (FOB) 
Imports (CIF) 
Balance (exports FOB minus 
imports FOB) 

Foreign Direct Investment (new) 
Foreign Debt 

Outstanding-Disbursed 439.3 
Foreign Exchange Reserves (gross) 13.3 


U.S. - S.L. Trade 2/ 


U.S. Exports to SL (FAS) 

U.S. Imports from SL (CIF) 
U.S. Share SL Exports (%) 
U.S. Share SL Imports (%) 


Money and Prices 
Money Supply (Ml), Year End 

(millions of Leones) 1881 2939 4547 55.5 
Cost of Living Index-Dec 


(1978=100) 2643 5730 SOO 43.2 
Principal U.S. Exports (1988): rice, wheat, soy bean oil, used clothing 


Principal U.S. Imports (1988): titanium 


Notes: Statistics must be treated as rough estimates and applied with 
caution as much of the economic activity is not recorded. 1/ 
Contribution of the industrial sector to the economy is estimated at 7 
percent of GDP for 1986 and 5 percent of GDP for 1987. 2/ Source of 
U.S./SL trade figures is the Department of Commerce. 





SUMMARY AND OVERVIEW 


Sierra Leone has been in an economic decline for many years. Wide 
variations in prices and the exchange rate, plus an increasing 
movement of the economy to the informal sector, make year-to-year 
comparisons difficult and misleading. Nevertheless, there is a 
widespread belief that per capita income in Sierra Leone today is 
well below that of the 1970s. Casual observation would suggest a 
further decline in at least the officially recognized economy in 
1988. However, Government of Sierra Leone (GOSL) reported 
statistics for 1988 suggest that real income rose by 2 percent. 
Taking into account the country’s rapid population growth, per 
capita income probably remained constant at best. 


The reasons for the decline in the country’s fortunes are many. 
Economic mismanagement and widespread corruption were important 
factors in the years after independence. Overreliance on 
borrowing later placed Sierra Leone with many other developing 
nations in the ensuing debt crisis. A series of unsuccessful 
International Monetary Fund (IMF) programs also added to the 
country’s debt, and when Sierra Leone was unable to service its 
debt through the IMF and later to the World Bank, both organiza- 
tions eventually suspended their lending to the country. 


The change of administrations in the country in 1986 and other 
political changes in the past three years have led to some 
important positive changes in the country. President Momoh has 
made a strong case against corruption and begun to deal with 
offenders. The Februry national convention of the All Peoples 
Congress, the country’s sole party, adopted a code of ethics for 
all party and government officials. A largely successful cam- 
paign to rid the government payroll of nonexistent employees 
resulted, according to the Ministry of Finance, in a payroll 
reduction of close to 45 percent. The government also acted to 
remove direct subsidies for rice and petroleum imports and has 


allowed some privatization of agricultural exports and rice 
distributors. 


Much remains to be done. President Joseph Momoh has indicated a 
need to reduce the budget still further. The government is anxious 
to stop the smuggling of diamonds and gold out of the country so 
that the foreign exchange earnings can be rechanneled back into 
the economy. Many foreign observers as well as local businessmen 
believe the government needs to remove itself from the buying and 
selling of foreign exchange, though government officials have 
expressed concern with a free market exchange rate’s effect on 
prices. Attention must also be given to the country’s 
deteriorating infrastructure. 


In November 1987, the government declared an economic emergency 
to deal with a severe cash shortage in the banking sector. The 
decree banned large holdings of domestic currency, banned holdings 





of foreign exchange and eliminated imports financed by the 
importers own foreign exchange. The latter provision effectively 
prevented importers from using black market foreign exchange 
generated largely by smuggling. The government also sent its 
defense forces to patrol the borders and roads to prevent smug- 
gling. The economic emergency is generally credited with the 
alleviation of the cash shortage but was unable to bring smuggling 
under control. 


In 1988 there was a general easing of the emergency laws provi- 
sions. The defense force was gradually returned to the barracks, 
and importers were to a large extent allowed to use their own 
foreign exchange. Legitimate exporters were also allowed to keep 
the portion of the exports earnings in foreign exchange. In 


November 1988, the economic emergency decree was extended for six 
months. 


THE ECONOMY BY SECTOR 
The Goverment - The Budget, Money Supply and Prices: 


The government has for several years run a large deficit in excess 
of 10 percent of GDP. In FY 88/89 it made a strong effort to 
bring it under control by reforming the civil service, specific- 
ally eliminating nonexistent workers from the payroll. The depth 
of the problem and the effort that the deficit’s correction 
required were shown when the exercise came to an end with govern- 
ment estimates of a 45 percent reduction in its salary bill. 

Much of that nominal saving will be lost when the announced 70-80 
percent increase in wages goes into effect, but in real terms -- 
taking into account the high rate of inflation and the need to 
protect government employees real incomes --- the saving will 
still be substantial. 


The government has not been so fortunate in controlling nonsalary 
expenditures which may have actually increased in real terms in FY 
88/89 over the previous year. As a result, the deficit as a per- 
cent of GDP may have increased in the current fiscal year. In an 
attempt to remedy the situation, the government in the first 


quarter of 1989 announced a freeze on any new unbudgeted financial 
commitments. 


The large government deficit has generally been financed by money 
creation with a result that the money supply almost doubled in 
1985, doubled in 1986, and increased 50 percent in both 1987 and 
1988. Prices have followed suit increasing 178 percent in 1987 
and 42 percent in 1988. In November 1987, the country underwent 
a severe tightening of liquidity, with many banks unable to meet 
depositors’ demands due to a shortage of currency. Popular 
explanations included an increased demand for cash in the mining 
areas and increased Leone holdings in neighboring countries. 
Equally likely, however, was a rapid decline in the real money 





supply as nominal money creation virtually ceased in the second 
semester of 1987 in defiance of inflationary expectations. In 
March 1989 a new liquidity crunch appeared. 


The Exchange Rate System: 


GOSL exchange rate policy has varied considerably in recent years. 
After letting the Leone float from 6 Leones/dollar to above 40 
between 1986 and September 1987, the currency was reduced to 23 
Leones/dollar in that month. The earlier float was reported to 
have almost eliminated the parallel foreign exchange market, but 
after the revaluation has come back strongly reaching 75/1 in 
January 1988 when the Leone was devalued to 45/1. During that 
period officially recorded exports, particularly of diamonds and 
gold, dropped sharply. There was little movement in the parallel 
market through April 1984 when the Leone was devalued to 65/1. 

In the first month after establishment of the 65/1 rate, 
officially recorded exports were reported to have increased 
substantially. 


The Mineral Sector: 


Rutile: Sierra Leone’s recorded largest export--in dollars if not 
value added--is rutile. Rutile is titanium dioxide--a pigment in 
paints--mined in the Bonthe area by an American firm, Sierra 
Rutile, a division of Nord Resources. A record of 126,000 tons 
worth $43 million was exported in 1988. The company expects to 
reach the mine’s richest ore body in a few years. In 1988 Sierra 
Rutile and the government began negotiations on a new concession 
agreement which were continuing at a technical level in the first 
trimester of 1989. 


Bauxite: The country’s second largest recorded export is bauxite 
mined by the Swiss firm, Sieromco, also in the Bonthe area. Its 
production has increased steadily in recent years from 1.04 
million tons in 1984 to an average 1.39 million tons in 1987 and 
1988. 


Diamonds: Diamond exports from Sierra Leone are known for their 
very high percentage (roughly 50 percent) of gem quality stones. 
Most of the mining is alluvial though a large kimberlite pipe is 
known to exist. Various investors continue to investigate the 
possibility of developing the pipe, but a combination of legal, 
political, and economic problems have so far prevented exploita- 
tion. Recorded production of diamonds has fallen drastically in 
recent years. From a high of over 1 million carats in 1976, it 
fell to an average of 300,000 per year in the 1980s with large 
yearly fluctuations. It is not known to what extent this 
represents a lessening of deposits, but part of the recorded 
decline is clearly due to increased smuggling as diamond traders 
have found that the foreign currency black market provides more 
Leones than the official rate. In 1987 diamond exports were 





approximately $24 million. With the revaluation of the Leone in 
September 1987 (from 40/1 to 23/1), official diamond exports 
dropped, and in 1988 diamond exports were just over $4 million. 


In 1988 the government introduced a new diamond and gold mining 
policy--modified in early 1989--that allowed exporters to keep 40 
percent of their export earnings while requiring that 60 percent 
be repatriated at the official rate. Licenses were to be granted 
to 25 diamond dealers who were required to post a $500,000 
performance bond. 


In April the Leone was devalued to 65/1, relatively close to the 
then 75/1 black market rate. The government hopes the combined 
policy changes will bring diamond exports back into official 
channels. 


Gold: Gold like diamond mining in Sierra Leone is mostly 
alluvial and has suffered from many of the same problems in 
recent years. After a considerable increase in production in 
1984 and 1985 when production averaged 19,000 ounces, gold 
production fell drastically in 1986 and then rose strongly to 
13,600 ounces in 1987. However, following the 1987 emergency 
decree, recorded production fell to 689 ounces for all 1988. It 
is generally believed a considerable amount of additional gold 
was smuggled out of the country. 


RECORDED MAJOR EXPORTS 


(in millions of dollars) 


1985 1986 1987 


Rutile 26.8 34.7 44.3 
(tons) (80) (97) (113) 


Bauxite 28.5 22.9 20.8 
(tons-thousands) (113) (363) (717) 


Diamonds 24.9 28.2 24.0 
(carats-thousands) (349) (327) (314) 


Gold 4.7 3.3 3.2 
(ounces) (18,118) (8,740) (13,578) 


Coffee 22.9 9 12.5 
(tons) (10,128) (6,178) ( 5,433) 


Cocoa 22.4 19.1 19.2 
(tons) (9,614) (8,057) (8,360) 


Fish i«S 2.2 2.5 





The Agriculture Sector 


Rice: Sierra Leone’s main agricultural crop as well as the mains- 
tay in the national diet is rice. Once a net exporter, subsidized 
imports in the 1970s and early 1980s proved a disincentive to 
production, Sierra Leone now imports rice. Nevertheless, the 
country still produces between 275,000 to 300,000 tons a year or 
about three-quarters of national consumption. An additional 
80,000 to 100,000 tons are imported through a combination of 
parastatal and private imports and some assistance from donors 
(primarily U.S. PL-480). In recent years a scarcity of official 
foreign exchange and limitations on private importers have caused 
a decline in rice imports. As a result domestic rice prices are 
now often above world prices especially during the "hungry 
season," the period June-September when domestic rice is not 
harvested. The higher prices should have encouraged increased 
production, but heavy rains in 1988 damaged the crop causing a 
loss of 50,000 tons according to government estimates. In the 
first quarter of 1989, with a severe shortage of foreign exchange, 
the government was actively seeking ways to encourage private 
imports of rice. 


In the medium term, it is the government’s aim to obtain rice 
selfsufficiency through increased domestic production. While 
higher prices will help, expensive transport costs, lack of 


storage capacity and a foreign exchange constraint on agricultural 
inputs will make self-sufficiency a difficult goal to achieve. 


Coffee: With considerable year-to-year variations, Sierra Leone 
produces approximately 9,600 tons of coffee. Perhaps an equal 
amount of coffee is consumed domestically or smuggled into neigh- 
boring countries. Most is bought and exported by the Sierra Leone 
Marketing and Produce Board, but in 1988, the government allowed a 
private exporter, Eric James International, to compete. Though 
recorded exports fell in 1988 from 1987, exports rose to $15.1 
million from $12.5 million in 1987. 


Cocoa: Cocoa exports also vary widely from year to year, 
averaging 7,000 tons per year in this decade. Cocoa exports fell 
in 1988 to $15.6 million. At least part of this fall can be 
attributed to the development of a cocoa processing plant which 
produces cocoa powder for both the domestic and export market. 
Like coffee, cocoa is exported by both SLMPB and Eric James. 


Other Agricultural Products: Sierra Leone also produces several 
other agricultural exports, including palm kernels, piassava, 
ginger and most recently tobacco. All have potential for con- 
siderable expansion. In addition the government owns two large 
rubber plantations that have just recently reached tapping age 
and is looking for foreign investors interested in taking over 
management. 





The Fishing Sector: 


Sierra Leone has bountiful fishing waters rich in a variety of 
fish and shellfish. A joint Soviet/French fishing fleet of 
approximately 30 vessels regularly fish the coast under an 
agreement that provides 15 percent of the catch to the Sierra 
Leone Government. Their total catch is believed to be about 
60,000 tons. Sierra Fisheries, a local company, has an 
operational fleet of approximately 12 vessels including eight 
shrimpers. The shrimp and some lobster are generally exported to 
Europe. Other smaller fishing fleets operate off the coast, 
sometimes under an agreement with the government, but often 
without. The government is trying to improve its enforcement 
capacity, which will be augmented by the delivery of an American- 
built patrol boat late in 1989. The country is interested in 
proposals from other fishing companies desiring to operate in 
local waters. 


Infrastructure: 


Potential investors in Sierra Leone need to be aware of the 
country’s deteriorated infrastructure. Freetown suffers from a 
shortage of electricity, an inadequate phone system, and varying 
access to water in some parts of the city. Most firms and many 
residences must depend on their own generators for power and water 


trucks for water. Roads in the city have deteriorated and in the 
countryside are often very poor. There is no phone service 
outside Freetown, and communications must be done by messenger or 
radio. There is no television, and radio service is limited. 
Medical services suffer from a lack of foreign exchange to import 
needed medicines and equipment. 


The government and donors are trying to improve the infrastruc- 
ture. The United Kingdom is installing a new digital phone 

system that should substantially improve the phone service in 
Freetown in the next year. The European Economic Community is 
negotiating with the government on the conditions under which it 
will finance the rehabilitation of the Freetown power generating 
plant. In the interior the Federal Republic of Germany is 

funding a rural development project that includes substantial 

road construction, and the GOSL is continuing discussions with the 
Italian Government and other donors on construction of a giant dam 
generating facility at Bumbuna. The latter project, with an 
estimated cost in the range of $150 million, could provide power 
for almost the entire country. 


IMPLICATION FOR THE UNITED STATES 
U.S. Assistance: 


The United States provided roughly $4 million in PL-480 Title I 
food aid to Sierra Leone in 1989, the same as in 1988. In 





addition $1 million in PL-480 Title II food aid is distributed 
through nongovernmental organizations. There is also a seven year 
$3.5 million grant to the Opportunities Industrial Action Center 
International for vocational training. Smaller amounts are given 
to the defense forces for civic action projects and coastal sur- 
veillance to protect the country’s fishing grounds. A $50,000 
grant is shared by the court system and the Society for the pre- 
servation of Human Rights to assist the GOSL in improving the 
country’s human rights situation. 


Prospects for American Business: 


The Government of Sierra Leone wants to attract foreign invest- 
ment, preferably in participation with local nationals. Investors 
have a basic investment guarantee stating that all disputes will 
be settled under the 1965 World Bank Convention. Incentives for 
foreign investment include the utilization of an industrial estate 
for small-to-medium-sized factories, a Development of Industries 
Act of 1983 providing tax benefits and allowances for export and 
import-substitution industries. Legislation provides for the 
transfer of interest, dividends, and capital repatriation subject 
to foreign exchange approval by the Central Bank. It should be 
noted, however, that it is often difficult to obtain foreign 
exchange even with Central Bank approval. 


Opportunities exist for American investment in the mining sector 
(especially in the areas of kimberlite diamond and gold mining) 
as well as for the exploration and exploitation of iron ore, 
chromium, and platinum. Opportunities exist in the rubber 
industry, and the GOSL is also likely to be receptive to fishing 
ventures proposals. All investors should proceed cautiously. 
While many good and legitimate opportunities do exist, so also do 
"local partners with good connections" who are willing to take 
investors’ money without delivering their share of the deal. 
Successful investors should expect to be in for the "long haul" 
and maintain a physical presence in the country. 


The development and expansion of the fishing industry, to which 
the government is committed, will create a market for nets, 
trawlers, boats, refrigerated equipment and related goods. In 
spite of its size and economic problems, Sierra Leone is a market 
for U.S. food commodities such as rice, wheat, onions, cream, 
milk, baby foods, sugar, linen, and industrial seconds. Since 
mining is a major industry, there is demand for mining and earth- 
moving equipment and vehicles. Sierra Leone, as a developing 
country, has to implement infrastructural projects and improve on 
or install essential services--roads, water, electricity, 
hospitals, etc.--these provide opportunities to secure contracts 
for construction or for supplies and equipment. The utilization 
of Sierra Leone’s skilled tailors to produce garments, etc., is a 
possible manufacturing venture with strong potential because of 
the low labor cost. 





You say you want 
to export . ss 


The new, easy-to-read BASIC GUIDE TO 
EXPORTING is now at Government Printing 
Office bookstores across the country or through 













































































































































































































































































































































































the attached coupon. 
















































































Everything you need to know 
about developing an export strate- 
gy, finding economical market re- 
search, pricing for profits, shipping 
overseas, export documentation, 
traveling abroad, answering over- 
seas inquiries, making an overseas 
sales contact, using an export man- 
agement company, antitrust, copy- 
rights, trade secrets, technology 
licensing, getting paid for over- 

seas sales, joint ventures, pat- 
ents, licensing exports, finan- 
cing overseas sales, foreign sales 
corporations, government assis- 
tance to exporters... 
is at your fingertips! 








































































































































































































































































































































































































































































































The BASIC GUIDE TO EXPORTING is 
published by the U.S. and Foreign Commercial 
Service, U.S. Department of Commerce, your 
global network of trade professionals. 


dent of Documents Publication Order Form 


Charge your order. re 
| 4 ES ata ‘ It's easy! SS al 
* please send me the Basic Guide to Exporting 


at $8.50 per copy (Stock number 003-009-00487-0) 


1. The total cost of my order is $ (International customers please add an additional 25%.) 
Please Type or Print 


, 3. Please choose method of payment: 
(Company or personal name) 


LJ Check payable to the Superintendent of Documents 
(Additional address/attention line) J GPO Deposit Account LA a LJ 
L] VISA, CHOICE or MasterCard Account 


CL lela 


(City, State; ZIP Code) —SsC«ST hank you for your order! 


(Street address) 


) (Credit card expiration date) 


(Daytime phone including area code) IS I I pI PE aa Trae 
(Signature) 


. Mail To: Superintendent of Documents, Government Printing Office, Washington, D.C. 20402-9325 











1989 
U.S. INDUSTRIAL 
OUTLOOK 


The U.S. Government’s Best Selling \ WS 
Business Reference Book 


@ Official Department of Commerce forecasts 
for over 350 industries 


@ Year-ahead and 5-year forecasts and 
industry-by-industry reviews 


@ 575 pages of outlooks and historical sum- 
mary by over 100 skilled industry analysts 


e@ Vast database—tailored for business and 
investment planning 


Order the completely new 
1989 edition now. 


MAIL THIS FORM TO: Superintendent of Documents, Washington, D.C. 20402 


Please send copies of the 1989 U.S. INDUSTRIAL OUTLOOK (SN 003-009-00547-7) 
at $24 per copy to: r 





Total Enclosed (Check/Money 
Order) 





Company Name " ; Charge my: L] GPO Deposit Account [J] vIsA 
MasterCard 








Account Number Expiration Date 








ZIP Code Signature 





